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(2) Should taxpayers be allowed to deduct energy impact 
assistance contributions to a State or local government to be 
used for certain public facilities and services, even though 
such taxpayer receives direct or indirect benefits from such 
contributions? 

c. Explanation of the bill 

s. 1919 would allow taxpayers to currently deduct, in 
computing their Federal income taxes, prepayments of certain 
State and local taxes, and would also allow a deduction for 
certain energy impact assistance contributions. 

Prepaid Energy Impact Assistance Expenses 

Under the bill, taxpayers would be allowed to elect to 
deduct prepayments of certain State or local taxes in the 
year payment is made, if such payment consitutes a "qualified 
energy impact assistance expenditure." Prepayments of such 
State or local taxes would normally only be deductible in 
the later taxable years to which these taxes were properly 
allocable . 

. A "qualified eriergy impact assistance expenditure" would 
be any expenditure or contribution which (1) represents a 
State or local tax, fee, rent or royalty, (2) is required or 
permitted under State or local law to be prepaid in a year 
prior to the taxable year to which it is allocable, and 
(3) is to be used by the �S�t�a�:�~�e� or local government to meet 
needs incidental to population growth arising out of the 
operation of major energy and resource development activities. 

To qualify as an energy impact assistance expenditure, 
prepayments of State or local taxes must be made in c,onnection 
with_the operation of major energy and resource development 
activities. These' activities are defined as the development, 
operation, and construction of certain types of facilities 
the capital cost of which exceeds $50,000,000, or the gross 
income from which will exceed $50,000,000 over the life of 
the facility. The bill does not explicitly restrict the 
availability of these deductions for prepaid taxes to the 
particular taxpayer who is developing, operating, or construct
ing the facility. 

The operation of major energy and resource development 
activities means the development, operation, and construction 
of (1) any mineral mining or processing facility including, but 
not limited to, any mine, powerplant, mill, retort, or related. 
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facility, (2) any facility operated in connection with a 
synthetic fuel project, or (3) an electric generation facility 
designed to consume coal produced in the immediate area of 
such facility. 

Energy Impact Assistance Contributions 

Under the bill, taxpayers would be allowed a deduction 
for contributions or payments of cash or property to a State 
or local government to be used to provide certain public 
facilities and services as a result of 'population growth 
arising out of the operation of major energy 'and resource develop
ment activities, as defined above. 

A deduction would be allowed for any amount paid or con
tributed to a State or local government to be used to provide 
qualified public facilities and services, or for any amount 
paid, contributed, or incurred directly for qualified public 
facilities and services provided to the State or local govern
ment, with respect to which a deduction or credit is not 
otherwise allowable under Federal income tax laws. 

Qualified public facilities and services include, but are 
not limited to, facilities and services provided in connection 
with roads, schooli and education, parks and recreation, 
housing, governmental administration" fire and police protec
tion, water supply, waste water collection and treatment (in
cluding drainage), and hospital and health care. 

Under the bill, an amount paid for qualified public facili
ties or services vlOuld include (1) any loss recognized by the 
taxpayer on State or local government' obligations which the 
taxpayer had purchased if the proceeds of the obligations are 
to be used to provide qualified public facilities or services, 
or (2) any amount the taxpayer pays as a guarantor of State 
or local government obligations used to provide qualified 
public facilities or services. 

D. Effective date 

The provisions of the-bill would a~ply to taxable years 
beginning after June 30, 19-80. 

I .II. REVENUE EFFECT 

This bill is estimated to reduce fiscal year receipts 
by less than $25 million annually. 




